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2/24/2021 Rooftop solar Net metering is a net benefit

Q1 2015 Q22015 Q32015 Q42015 Q1 2016

Source%Bomberg New Energy Finance, Construction Monitor

Metropolitan Policy Program

at BROOKllIGS

All of which highlights a burning question for the present and future of rooftop solar:

Does net metering really represent a net cost shift from solar-owning households to

others? Or does it in fact contribute net benefits to the grid, utilities, and other ratepayer

groups when all costs and benefits are factored in? As to the answer, it's getting clearer

(even if it's not unanimous). Net metering — contra the Nevada decision — frequently

benefits all ratepayers when all costs and benefits are accounted for, which is a finding

state public utility commissions, or PUCs, need to take seriously as the fight over net

metering rages in states like Arizona, California, and Nevada. Regulators everywhere need

to put in place processes that fairly consider the full range of benefits (as well as costs) of

net metering as well as other policies as they set and update the policies, regulations, and

tariffs that will play a critical role in determining the extent to which the distributed solar

industry continues to grow.

https://www.brookings.edu/research/rooftop-solar-net-metenng-is-a-net-benefit/
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Rooftop solar Net metering is a net benefit
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https://www.brookings.edu/research/rooftop-solar-net-metenng-is-a-net-benefit/



AC
C
EPTED

FO
R
PR

O
C
ESSIN

G
-2021

February
25

7:51
AM

-SC
PSC

-2020-229-E
-Page

6
of15

2/24/202 1 Rooftop solar Net metering is a net benefit

(I

4

https://www.brookings.edu/research/rooftop-solar-net-metenng-is-a-net-benefit/
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2/24/202 1 Rooftop solar Net metering is a net benefit
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Fortunately, such cost-benefit analyses have become an important feature of state rate-

setting processes and offer important guidance to states like Nevada. So what does the

accumulating national literature on costs and benefits of net metering say? Increasingly it

concludes— whether conducted by PUCs, national labs, or academics — that the economic

benefits of net metering actually outweigh the costs and impose no significant cost

increase for non-solar customers. Far from a net cost, net metering is in most cases a net

benefit— for the utility and for non-solar rate-payers.

Of course, there are legitimate cost-recovery issues associated with net metering, and they

vary from market to market. Moreover, getting to a good rate design, which is essential for

both utility revenues and the growth of distributed generation, is undeniably complicated.

If rates go too far in the direction of "volumetric energy charges"—charging customers

based on energy use—utilities could have trouble recovering costs when distributed energy

sources reach higher levels of penetration. On the other hand, if rates lean more towards

fixed charges—not dependent on usage— it may reduce incentives for customers to

consider solar and other distributed generation technologies.

Moreover, cost-benefit assessments can vary due to differences in valuation approach and

methodology, leading to inconsistent outcomes. For instance, a Louisiana Public Utility

Commission study last year found that that state's net-metering customers do not pay the

full cost of service and are subsidized by other ratepayers. How that squares with other

states'nalyses is hard to parse.

Nevertheless, by the end of 2015, regulators in at least 10 states had conducted studies to

develop methodologies to value distributed generation and net metering, while other

states conducted less formal inquiries, ranging from direct rate design or net-metering

policy changes to general education of decisionmakers and the public. And there is a

degree of consensus. What do the commission-sponsored analyses show? A growing

number show that net metering benefits all utility customers:

https://www.brookings.edu/research/rooftop-solar-net-metenng-is-a-net-benefit/ 8/15
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